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universal testimony that no portion of the tax laws offers
more temptations to fraud and perjury than this system of
offsets. The creation of fictitious debts is a paying invest-
ment. In the states where such deductions are permitted,
attempts to obtain immunity from taxation in this way are
widespread and generally successful. And they are most suc-
cessful in the case of property which already bears less than
its share of the burdens. The great majority of officials
cry out against debt-exemption as an utter abomination.1

Both methods are thus unendurable. Debt-exemption
and no debt-exemption are equally bad. The states shift
from one policy to the other in equal despair. We are
therefore forced to the conclusion that the whole system
is unsound. The fault lies not in the exemption, but in
the taxation, of property. The general property tax under
either of these two methods produces crying injustice. As
there is no third method .possible, the inference is that the
injustice is of the essence of the general property tax.
The New York commission, indeed, came to the con-
clusion that mortgage debts should be deducted from
realty, but that there should be no offset for debt in
the assessment of personalty.2 This would be a legal dis-
crimination wholly subversive of the first principles of
justice. As a matter of fact, just the contrary principle
prevails at present in. New York and Connecticut; debts are
there deductible only from personalty. There is no logical
escape from one of the two methods, debt-taxation or debi-
exemption; and under either plan the general property tax
stands convicted by the test of experience.

Under a system, indeed, where there is no general prop-
erty tax, but simply a tax on real estate, the question of
taxing mortgages assumes a different aspect and must be
decided independently. As that problem is discussed else-

1 Report of the Commissioners of Assessment and Taxation in Qreyon,
1886, p. 9.

2 First Report, 1871, pp. 60-69, 71-70.    Cf. the sharp criticism In the
Massachusetts Tax Commissioners' Report, 1875, p. 96.